First Quarter 1999 Performance Summary 

Summa ry 

• Competitive environment intensified starting in 2H 98 driven by Maverick and 
followed by core discount brands 

- In 3Q 98 Maverick buydown values increased (including $4.50) 

- In Dec/Jan Maverick increased spending to $6.50 

- In Feb Doral & GPC responded to Maverick at $6.50 

• PM responded to keep our spending within 100 of competitors 

- PM announced $5.50 (2/8) on March buydown 

• Marlboro’s $5.50 promotion generated stronger performance for PM during IQ 

- PM’s retail performance estimated to be +0.3pp higher in 1Q 99 

- Stronger retail visibility for Marlboro 

• No evidence that Marlboro price promotions are currently affecting the brand’s 
equity with consumers 

-Consumers at any given time see a wide range of prices in the marketplace 

- Price offers are associated with individual stores, not the brand 
-Only product promotions are seen as brand sponsored events, unless 

product is stickered 

-Variability in prices from store to store limit consumers ability to know what 
the gross price is 

- Core Marlboro smoker’s loyalty to Marlboro remains unchanged 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 




First Quarter 1999 Performance Summary 


• The incremental cost of increasing to $5.50 for five weeks (versus $3.00 for five 
weeks) is about $136.5 million 

-Adjusting for the incremental volume and stronger mix associated with the 
$5.50 promotion the incremental cost is about $ 97 million. 

• Without the increase to $5.50 on Marlboro, PM’s 1Q shipment share would 
have been negative 

- PM 1Q 99 shipment share growth understated by about 0.7pp due primarily 
to Marl UL intro (0.4pp) and wholesale inventory changes (0.3pp) in IQ 98 
(+0.1 pp actual vs. +0.8pp takeaway est) 

- Note: 1Q 98 share was up +1.9pp vs. IQ 97, while average qtrly growth is 
about 1.0pp. 

~ Without the additional Marlboro spending, PM’s 1Q shipment share would 
have been down about -0.2pp versus inflated 98 

• Without the increase to $5.50 on Marlboro the long term cost of combating 
discount growth would have escalated 

- In Feb 99 the Discount category reached its highest monthly retail share 
since Nov 97 and would have gone even higher in March (27.5 projected vs. 
25.9 actual) 

- PM would ultimately have had to spend more to compete against more firmly 
entrenched discount brands 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 
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Conclusion 

PM’s infrastructure and flexibility allowed us to rapidly and effectively respond to 
competitive threats to our business 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 



Average Buydown Values in C-Stores 

(% 1 wm) 


$ 0.70 


$ 0.59 


Maverick 


$ 0.48 

$ 0.46 


$ 0.32 

$ 0.23 

$0.22 

$0.22 


GPC 


Dora! 


$ 0.28 


Basic 


$0.00 
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Source: IRI/Capstone 


C-Store Money Off Values.WKSCore Discount 


Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 





MARLBORO VS TOTAL DISCOUNT 
REVENUE PACK PRICE 
C-STORES 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 



PM-USA Performance - Feb/March 1999 vs 1998 


Februarv 1998 (Off) 

Share 

February 1999 (EW1 

Share 

A 

PM 

48.9 

PM 

49.3 

0.4 

Marlboro 

33.4 

Marlboro 

34.9 

1.5 

Ind. Discount 

27.1 

Ind. Discount 

27.1 

0.0 

March 1998 (E\N) 

Share 

March 1999 (RL) 

Share 

A 

PM 

49.4 

PM 

50.4 

1.0 

Marlboro 

34.1 

Marlboro 

36.9 

2.8 

Ind. Discount 

26.6 

Ind. Discount 

25.9 

-0.7 

March vs. Feb 1998 

A 

March vs. Feb 1999 

A 


PM 

0.5 

PM 

1.1 


Marlboro 

0.7 

Marlboro 

2.0 


Ind. Discount 

-0.5 

Ind. Discount 

-1.2 


PM Incremental 

0.6 




Marlboro 

1.3 




Ind. Discount 

-0.7 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 



PM-USA 


Peak Post 


Price Gap 

C-Store Pack ($) 



$2.89 


37% 

Gap 

(790) 

$2.10 


Source: Market Decisions, ACNielsen, and IRI thru 4/17/99 //00004 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 
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Total Discount Category Share 
IRI/Capstone Iwm 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 


Maverick/Old Gold Share of Industry 
IRI/Capstone Iwm 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 


Doral/GPC Share of Industry 
IR I/Capstone Iwm 
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% Buys Brand 100% 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 


Brand Loyalty 

Percent Purchased Brand 100% in Past Two Weeks 
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% Alternative Buying 
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Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 


Percent Alternative Buying 



Source: CTS | 9££8£8 l*Z02 Spline = 400 Lambda Out-Switching, Martboro.xlsj 4/30/99 


Percent Out-Switching 
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Source: https://w ww.ind ustrydocuments.ucsf.edu/docs/tggy0004 


Inter Brand Out-Switching 

Marlboro 






Philip Morris Volume Share 
Retail Leaders vs. Non Retail Leaders 
4 wm All Outlets Combined 



Source: IRl/Capstone Inventory and Price Gap Database 


Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 
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Total Discount Category 
Retail Leaders vs. Non Retail Leaders 
All Outlets Combined 


4 WM 
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Source: IRI/Capstone Inventory and Price Gap Database 


Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 
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Marlboro Volume Share 
Retail Leaders vs. Non Retail Leaders 
All Outlets Combined 


Retail Leaders. 

Non Retail Leaders 
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Source: IRI/Capstone Inventory and Price Gap Database 


Source: https://www.industrydocuments.ucsf.edu/docs/tggy0004 
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